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Sub-Committees of the Board 


Audit and Finance Committee 

This committee reviews recommendations made by the internal and 
external auditors regarding internal controls and procedures and 
ensures that appropriate action is taken. The committee also reviews 
the investment policies and procedures as well as monthly and 
annual financial statements of the Corporation. 

e Heather Nicol, Chair 

¢ Barbara Boake 

¢ Margaret C. McNee, ex-officio 


Corporate Policy Committee 

This committee reviews and makes recommendations to the Board 
on governance, corporate policy issues, bylaws and policies. The 
committee also acts as a co-ordinator of the Board for special proj- 
ects such as corporate strategic planning. 

¢ Margaret C. McNee, Chair 

¢ David A. Lemmon 

¢ Heather Nicol 

¢ Ron Fitzgerald 
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Human Resources Committee 

This committee reviews and makes recommendations to the Board 
on policies relating to the Corporation’s human resources plans, 
compensation, employee benefits and related matters. 

e Ron Fitzgerald, Chair 

¢ Heather Nicol 

¢ Margaret C. McNee, ex-officio 


Risk Management Committee 

This committee reviews the principal risks to the Corporation includ- 
ing deposit insurance risk exposure and makes recommendations to 
the Board regarding risk assessment and risk management policies, 
programs and guidelines. 

¢ David A. Lemmon, Chair 

Benoit Martin 

Bruce Neville 

¢ Bill Spinney 

¢ Margaret C. McNee, ex-officio 





Chair's Remarks 





Margaret C. McNee 
Chair of the Board of Directors 


On behalf of the Board of Directors of the Deposit 
Insurance Corporation of Ontario (DICO) I am 
pleased to report that the Corporation has completed 
another successful year of operations and achieved its 
major goals for the year: 


e the insurance fund grew to $29 million; 

e a new risk-based premium regime was successfully 
implemented; 

e overall average premiums were reduced by 50%; 

e our loan guarantee was extended by the govern- 
ment for a further two year period; 

e new claims against the insurance reserve fund were 
limited to $3.5 million; 

e the failures of two member institutions were man- 
aged without a loss of public confidence; and 

e no depositors were exposed to the loss of their 
deposits placed with a credit union or caisse popu- 
laire. 


By the end of 2001 DICO was well on its way 
towards the achievement of the key strategic objec- 


tives as laid out in our Corporate Plan 2001-2005 
published in 2000. As at December 31, 2001 the 


insurance fund stood at $29 million - $9 million 
ahead of plan. These results were achieved despite 
new claims of $3.5 million against the fund due to 
institutional failures and an overall reduction of 50% 
in deposit insurance premiums to the system. 


The asset base of the credit union and caisse popu- 
laire movement in Ontario continues to grow in the 
face of increasing competition and consolidation in 
the financial services sector. Over the past year, the 
system's assets have grown by 8.6% and the capital 
ratio has been maintained despite the number of 
institutions falling by 19. Using a measure of agegre- 
gate risk based on our differential premium rating 
system, the overall financial and operational health of 
the Ontario system is the best it has ever been. The 
credit for these encouraging results belongs to the 
boards and management of our member institutions 
who have worked so hard to ensure that their credit 
unions and caisses populaires are operated in accor- 
dance with high standards of business and financial 
practices. 


DICO'’s strategy for protecting depositors is based on 
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a proactive approach to risk assessment and manage- 
ment by rewarding low risk behaviour through 
lower premiums and through various programs of 
early intervention and problem resolution. This 
approach has proven to significantly reduce losses to 
the insurance reserve fund and enhance the stability 
of the system. 


The Board and staff of DICO have always believed 
that strong corporate governance processes enhance 
the performance of organizations. Last year DICO 
was honoured to be awarded the inaugural 
Conference Board of Canada/Spencer Stuart National 
Corporate Governance Award in the public sector 
category for innovation in corporate governance 
processes. We are committed to continuing our focus 
on corporate governance by introducing further 
enhancements and by further demonstrating our 
accountability to our stakeholders. 


I would like to take this opportunity to express my 
appreciation to all our Board members for their dedi- 
cation and professionalism in working together in the 
interests of all stakeholders. In particular, I would like 
to thank David Lemmon, Jim Poirier and Réal 
Bérubé - all of whom retired from the Board this past 
year, for their tremendous contributions over the past 
years. On behalf of the Board, I would also like to 
express our appreciation to the staff of DICO for 
their continuing support. 


Looking Forward 


The future is always uncertain. With the recent politi- 
cal and economic events that are shaping the outlook 
for 2002 and beyond, it is likely that volatility in the 
markets and general economic environment will con- 
tinue. It has been our experience that well managed 
institutions which embrace high standards of business 
and financial practices are better equipped to face 
such challenging times. 


At DICO and with the support of the system, we 
have used the past few years of good times to get 
ready for the challenges of the future by starting to 
build an insurance reserve fund and putting in place 
strategies that have reduced risk to the fund and, 
consequently, to depositors and the government. 
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For 2002, we have identified a number of key priori- 
ties: 


e obtaining actuarial advice and building a model for 
our insurance reserve fund requirements; 

e consulting with stakeholders on fund options and 
strategies; 

e reviewing and revising our current standards of 
sound business and financial practices by-law 
(By-law #5); and 

e enhancing our risk assessment and management 
capabilities through improved technology and 
internal processes. 


In conclusion, DICO believes that its long-term 
strategic direction supports our mandate to protect 
depositors and the system’s goal to be more competi- 
tive and responsive to its member needs. By exercis- 
ing continued vigilance through our risk assessment 
and management programs and by building a strong 
financial base, DICO believes that we continue to 
protect depositors effectively, reduce the cost of 
depositor protection and contribute to the stability of 
Ontario's credit unions and caisses populaires. We 
look forward to working with our stakeholders to 
achieve these goals. 


On behalf of the Board of Directors, 


Maryn Chihce— 


Margaret C. McNee 
Chair 





Board of Directors 


cNee is a Partner in the Toronto law firm of McMillan Binch where she practices securities and 
aw. She was seconded to the Ontario Securities Commission, Corporate Finance Branch 

e 1991 to assist in various policy initiatives. In 1994, she acted as a consultant 
Policy Branch of the Ontario Ministry of Finance. Ms. McNee was appointed 

, 2000; her term of appointment expires February 9, 2003. 














Margaret C. McNee 


Barbara Boake is a Partner with McCarthy Tétrault in the Toronto office where she practices insolvency 
and financial restructuring law. She has acted as a senior advisor to the Minister of Finance (Ontario) 
on the regulation of financial institutions. She represents numerous banks, institutional investors, 

s and receivers. Ms. Boake was appointed on March 01, 2000 and her term expires on 





Barbara Boake 


: Ron Fitzgerald retired in 1997 as Chief Executive Officer of The Civil Service Cooperative Credit Society 
(CS COOP). He was also Vice-President of The Association of Credit Unions of Ontario and 

ed independent credit unions at The Canadian Payments Association. He has been actively 

e with cre t unions since 1964. Mr. Fitzgerald was appointed on June 21, 2000 and his term 


Ron Fitzgerald 





Mr. Lemmon is President of Savoyard Consultants Inc., a consulting firm which specializes in the develop- 
. ment of strategic management plans and rationalization plans for asset portfolios with emphasis on dis- 
tress d real ae - business perenee encompasses Chief Executive responsibilities i in the corporate 





David A. Lemmon 
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Mr. Benoit Martin retired as Electronics & Project Chief Engineer with Computing Devices Canada. His 
activities with the caisses populaires movement included the position of Chair and Vice Chair of La 
Fédération des caisses populaires de l'Ontario, and member and Chair of various caisses populaires. 
Mr. Martin is also active in a number of community organizations. Mr. Martin was appointed February 1, 
™" 2001 and his term expires on February 1, 2004. 









Benoit Martin 





Mr. Neville is a principal of Nexus Actuarial Consultants where he specializes in consulting to governments, 
their agencies and associations on the financing of workers’ compensation. Mr. Neville served on the 
Board of Credit Union Central of Ontario from 1988 to 1991. He has also served on the Board of 
_MemberOne Credit Union (formerly WCB Credit Union) since 1982. Mr. Neville was appointed on May 1, 

- 1997 and his term expires on June 6, 2003. 












Ms. Nicol has worked in finance and business for over thirteen years. Her roles include Chief Financial 
| Officer of a TSE listed company, an investment banker for major North American firms as well as a special 
B advisor to a leading Canadian corporation. She is involved in community activities and charitable organi- 
E zations. Ms. Nicol was appointed on April 24, 1997 and her term expires on April 28, 2002. 





Heather Nicol 





Bill Spinney is General Manager of Parry Sound Area Community Business and Development Centre 
which provides lending/mentoring to small businesses as well as Community Economic Development 
services. Bill has a background in administration and commercial credit with a chartered bank as well 
as commercial and residential real estate brokerage. Mr. Spinney was appointed on March 31, 2000 
and his term expires on March 30, 2003. 
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2001: Year in Review 


EXECUTIVE TEAM 





From left to right - Front row: Robert Charbonneau, Vice President, Insurance, 
Yasmin Khoja, Executive Assistant, C.William D. Foster, Vice President, Asset 


Management and Recoveries; 


Back row: James Maxwell, Chief Administrative and Financial Officer, 
Barry Brydges, Vice President, Stabilization Services, John Burgman, Chief 
Information Officer, Andrew Poprawa, President & CEO 


The year 2001 was a good year for DICO and its 
member institutions despite a number of challenges - 
particularly in the last quarter of the year. During 
2001 the Corporation met or exceeded all of its 
major objectives for the year. 


The insurance reserve fund grew to $29 million at 
the end of 2001 from $15 million in 2000. This fund 
is available to protect depositors in addition to the 
financial support provided by the government. The 
general health of the credit union/caisse populaire 
system and, consequently, the risk to the insurance 
reserve fund remains relatively stable despite a reduc- 
tion in our member institutions’ financial margins 
resulting from lower interest rates. Increased levels of 
compliance with sound business and financial prac- 
tices have also reduced risk to depositors. 


Insurance Reserve Fund 


DICO's primary financial priority during 2001 was to 
continue to build an insurance reserve fund to protect 
depositors while minimizing claims and premium 


levels. At the end of 2001, the fund amounted to $29 


million compared to our target of $20 million. The 
improvement of $9 million was due primarily to 
higher than expected revenues, lower operating 
expenses and better than expected recoveries on losses 
previously recorded. 


2001 Loss Experience 


As an insurer, DICO expects to pay claims when 
member institutions are unable to meet their obliga- 
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tions. During the year, two member institutions 
failed. In one situation, DICO was able to negotiate 
a purchase of 
the assets of the 
failed institu- 
tion by another 
institution at no 
cost to the 
insurance 


Insurance Fund 


New Insurance Losses 
reserve fund. In 
the other situa- 
tion, a resolu- 


Recovery of Losses 


Investments 
tion strategy is 
still being 
implemented as On-Site Verifications - number 


the failure was _| Total Gross Operating Expenses 


reported to 
DICO late in 
the year. Total 


Total Net Operating Expenses 


new claims 
against the insurance reserve fund amounted to $3.5 
million for the year. 


Net recovery of losses of $3.8 million reflected 
recoveries of $7.3 million on losses previously 
incurred. These recoveries reflect DICO's proactive 
approach to recoveries by implementing creative reso- 
lution strategies including rehabilitation, merger, sale 
and litigation to reduce claims costs. The general 
reserve for insurance losses of $3 million remained 
unchanged for the year. 


Premiums 


In consultation with system and government repre- 
sentatives, DICO developed and implemented a risk 
based differential premium system which came into 
effect on January 1, 2001. This new system is 
designed to provide institutions with financial incen- 
tives to improve their risk profiles. As a result ofa 
lower schedule of premium rates, DICO's premium 
income was reduced from 2000 by approximately 
45% to $13.9 million. The year 2001 was a transition 
year for institutions moving to the new system. Each 
institution was provided with time to improve its risk 
rating which is then applied to both 2001 and 2002 
premium rates. Using this approach, we believe that 
institutions had sufficient time to lower their premiums 


for both years. 
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DICO’s 2001 REPORT CARD 


Recoveries on Assets of Liquidated Institutions 





Investments and Financial Support 


In order to comply with statutory requirements and its 


own liquidity 


needs, DICO 
invests all of its 
Target Actual funds in short 
7% isk 
$20.0 Million $29.0 Million | 
securities. At 
$3.0 Million $3.5 Million the end of 
- pe, 70°) these 
investments 
$30.4 Million $35.5 Million amounted to 
$2.4 Million §2.2Million | 99>? million 
and yielded an 
150 169 average rate of 
$7.1 Million $6.8 Million | -6% for the 
year. 
$6.4 Million $5.5 Million 
Based upon 
DICO's com- 


mitment to its Corporate Plan, the provincial govern- 
ment has extended its support of DICO through a 
loan guarantee. The loan guarantee is for $75 million 
and expires on December 31, 2003. The terms of the 
extension include a requirement for DICO to devel- 
op a long term insurance reserve fund strategy and 
report back to the Minister of Finance by June 1, 
2003 after consultation with stakeholders. DICO 
pays the government a loan guarantee fee of five basis 
points on the committed lines of credit plus one half 
of one per cent of the outstanding balance of any 
borrowings for this facility. 


ALLOCATION OF PREMIUM INCOME 
4 suo 









gk 
(EIDICO operations 2000 2001 

| |Deposit Premium Income contributed to Insurance Reserve Fund 
(| Claims on the Insurance Reserve Fund 





Proactively assess insurance risk 


System Performance and Condition 


System performance throughout 2001 was impacted 
by a number of factors including a strong but slow- 
ing provincial economy, declining interest rates and 
continued consolidation and restructuring in the 
financial services sector. Lower rates of economic 
growth and declining interest rates impacted nega- 
tively on the system's net interest, investment and 
other income and on loan delinquency and loan loss 
results. Loan costs increased slightly to 16 basis 
points (bp) from 15 bp in 2000. System return on 
assets (ROA) for 2001 was 42 bp compared to 52 bp 


in the previous year. 


Despite strong on-balance sheet asset growth in 2001, 
the Ontario system managed to maintain its ranking 
as one of the best-capitalized provincial systems in the 
country. As at December 31, 2001 aggregate system 
capital was 6.8%, up from 6.7% at the end of 2000. 


During 2001, system on-balance sheet assets reached 
an all time high of $16.7 billion representing an 
annual growth rate of 8.6%. The growth in system 
assets was attained against a backdrop of continued 
consolidation. The number of member institutions in 
Ontario declined from 321 to 302 as the trend of 
mergers and acquisitions within the system was sus- 
tained. Many of these mergers were between large, 
financially strong institutions forming regional credit 
unions or caisses populaires. 


While the trend of consolidation continues, two new 
credit unions - Anishinabek Nation Credit Union 
Inc. and Italian Canadian Savings & Credit Union 


REGULATORY CAPITAL IN 





1997 1998 1999 2000 20 


Limited - that were incorporated in 2000, began 
operations during 2001. By the end of the year, both 
were in full operation and meeting their business 
plans targets. 


At the end of 2001, two member institutions were 
not in full compliance with the minimum capital 
requirements. Both institutions were either under the 
Administration or the Supervision of DICO. One 
member institution has been granted a temporary 
variance by FSCO and the other is currently being 
processed for a Deposit Protection Program. 


Standards of Sound Business and Financial 
Practices 


DICO's Standards of Sound Business and Financial 
Practices (DICO By-law #5) are a key element of 
our risk assessment and management strategies. We 
believe that those member institutions that comply 
with these standards will significantly reduce the like- 
lihood of problems and resulting intervention by 
DICO or the Financial Services Commission of 
Ontario (FSCO). Our analysis of the Member 
Institution Self Assessment Report (MISAR) filings 
and the results of On-Site Verifications (OSVs) pro- 
vide evidence that most institutions are taking the 
steps necessary to comply with these standards. 
Those that have not complied have been placed on 
the Watchlist or under Supervision to ensure that 
compliance is attained. 


During 2002, DICO will review By-law #5 to ensure 
it remains relevant to the needs of the system and to 


BIGO: 


Risk Assessment and Monitoring 

During 2001 DICO continued to refine and test its 
risk rating methodology. This methodology based on 
the CAMEL (Capital, Asset Quality, Management, 
Earnings, Asset/Liability) system, is being used as the 
basis for the risk-based premium system and thus 
provides a consistent method to measure and quanti- 
fy risk. Risk rating also helps DICO to identify high- 
er risk situations and allocate appropriate resources 
to mitigate the potential risk of claims against the 
insurance reserve fund. 


On-Site Verification (OSV) 
DICO completed 169 On-Site Verifications or 
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inspections in 2001. We also continued to refine the 
OSV process to better integrate it with other DICO 
risk assessment processes and the differential premi- 
um system. We were encouraged by the response 
received from member institutions with respect to 
OSV findings. These findings now have a direct 
impact on the premium paid by member institutions 
and as such there has been an increased focus on the 
results of these on-site assessments. 


DICO continues to outsource OSVs to qualified sup- 
pliers to maximize value and minimize the cost of 
this program. During the year, Credit Union Central 
of Ontario decided to withdraw from providing these 
services. DICO would like to acknowledge Central's 
strong support of this program over the years and 
thank its staff for contributing to its success. 


Manage Insurance Risk 


To effectively manage the potential risk of losses to 
the insurance reserve fund, the Corporation has 
developed the following programs: Watchlist, 
Supervision, Administration and Dissolutions. 


Watchlist 


Early involvement with member institutions that 
exhibit a higher risk profile minimizes the likelihood 
and cost of insurance losses in the future. The 
Watchlist process was established to identify and 
assist member institutions in formulating timely 
action plans to resolve exceptional risks such as non- 
compliance with standards of sound business and 
financial practices. 


The number of institutions on the Watchlist has 
grown as a result of the expansion of the interven- 
tion criteria. During 2001, DICO worked with the 
boards of 90 member institutions on the Watchlist 
with total assets of $1.3 billion. As a result, 50 mem- 
ber institutions were successful in resolving their 
problems and no formal intervention was required. 
At the end of the year, 31 institutions with assets of 
$507 million remained on the Watchlist. 


Supervision 

Member institutions, which meet certain risk-based 
criteria, may be placed under Supervision. In consul- 
tation with the Stabilization Advisory Committee, 
minimum capital and other intervention criteria for 
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Supervision for all credit unions and caisses popu- 
laires have been established. The minimum interven- 
tion capital criteria for Supervision is now at the 
same level as the regulatory minimum capital level of 
5% on a leverage basis. In addition, a member insti- 
tution which has been in sustained non-compliance 
with DICO's standards of Sound Business and 
Financial Practices as determined by the results of an 


OSV, is also eligible to be placed under Supervision. 


DICO follows the practice of providing member 
institutions with adequate time to correct deficiencies 
in their operations as identified through OSVs prior 
to being placed under Supervision. The length of 
time provided is dependent on the seriousness of the 
deficiency and the likelihood of early correction. 


At the end of 2001, 15 member institutions with 
assets of $584 million were under Supervision. Du- 
ring 2001, the Supervision program was successful in 
ensuring that six member institutions were either 
fully recapitalized or that the causes which led to 
them being placed under Supervision were resolved. 


Administration 


In high-risk situations, DICO has the authority to 
place a failed or failing member institution under 
Administration based on criteria as set out in the 
Credit Unions and Caisses Populaires Act. Adminis- 
tration allows the member institution to continue to 
operate while giving the Corporation time to develop 
and implement the most appropriate resolution strat- 
egy, while minimizing loss to the insurance reserve 
fund. At the end of 2001, three member institutions 
were under Administration, two less than 2000. 


DICO's Board approves specific resolution strategies 
for each member institution to either recapitalize 
through earnings or capital issues, find appropriate 
merger partners or to wind up their affairs. The net 
equity of credit unions/caisses populaires under 
Administration increased by approximately $2.4 mil- 
lion over the year, which reduced exposure to the 
insurance reserve fund. All but one member institu- 
tion under Administration are recording operating 


profits. 


On December 31, 2001 DICO concluded the merger 
of Parry Sound - Muskoka Credit Union (under 


Administration since 1996) with Kawartha Credit 
Union. This merger, which was overwhelmingly sup- 
ported by the members of both credit unions and 
approved by the Minister of Finance, will create a 
strong regional credit union serving over 31,000 
members in 13 communities. DICO was pleased to 
participate in this merger because it will ensure con- 
tinued services to those communities. The merger 
was concluded at no cost to the insurance reserve 


fund. 


DICO has been the administrator of Korean 
(Toronto) Credit Union since 1995. In mid 2001, a 
survey of members of this credit union indicated a 
strong desire to re-capitalize the credit union and 
return control back to its membership. To facilitate 
the re-capitalization and minimize the cost of the 
rehabilitation to the insurance reserve fund, DICO 
agreed to make an investment in the credit union by 
way of a subordinated note, contingent upon the 
members raising a minimum of $700 thousand in 
risk capital. These new investments will ensure that 
the credit union has sufficient capital to stand on its 
own. Control of the credit union will be returned 
back to the members in early 2002. 


On November 19, 2001 DICO placed Iroquois Falls 
Community Credit Union under Administration. 
The credit union reported a substantial write down 
of the value of its loans which resulted in its liabilities 
exceeding its assets. DICO has engaged independent 
professional firms to assess the situation in order to 
assist in developing an appropriate resolution strategy. 


Dissolutions 


In most instances where a member institution has 
ceased operations, the Corporation is appointed liq- 
uidator of the estate. The main purpose is to maxi- 
mize the recovery of assets. At the end of 2001, 
DICO was managing the affairs of 18 of these insti- 
tutions, paying member deposits and collecting on a 
portfolio of impaired loans. During the year, DICO 
recovered $2.2 million in assets and completed the 
final liquidations for seven member institutions. In 
some cases these recoveries involve taking legal action 
by credit unions and caisses populaires under 
Administration or in Liquidation against third par- 
ties. At the end of 2001, a number of legal actions to 
recover losses were in progress. 


es 


Maintain collaborative relationships 
with our stakeholders 


DICO continues to place a high degree of impor- 
tance on effective communication with its stakehold- 
ers. Our advisory committees play a significant role 
in helping the Corporation to develop its stabilization 
programs, standards of Sound Business and Financial 
Practices and related implementation tools. DICO is 
grateful to the members of these committees who 
volunteer their time and energy for the benefit of the 
system. 


In early 2001 we once again held an Annual 
Information Meeting (AIM) for our stakeholders in 
addition to participating in the annual general meet- 
ings of leagues and member institutions. Our AIM is 
an excellent opportunity for us to demonstrate our 
accountability and offers stakeholders an opportunity 
to ask questions and raise issues directly with our 
Board and management. Staff also held 24 informa- 
tion sessions throughout the province to explain the 
new Differential Premium System and the implica- 
tions of On-Site Verifications for the new system. 
Over 500 directors, managers and staff of our mem- 
ber institutions attended these sessions. 


DICO's bilingual Internet web site continues to be 
enhanced on a regular basis. DICO makes available 
all its information and analysis relating to each mem- 
ber institution on a confidential basis to the institu- 
tion itself through our web site. Member institutions 
are also able to complete filings electronically and 
send them to DICO through the Internet. 


DICO also participates in a number of other activi- 
ties for the benefit of the co-operative movement in 
Canada and internationally. During 2001, we hosted 
a number of delegations from other countries. We 
were pleased to participate in the Canadian 
Conference and the World Council of Credit Unions 
as speakers at their forums during the year. DICO 
participates in the Credit Union/Caisse Populaire 
Stabilization Funds of Canada Association. The 
objective of this organization is to share information 
between deposit protection agencies and enhance 
harmonization of standards across the country. I was 
pleased to have the opportunity to chair this 
Association in 2001. 
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Working with the Financial Services Commission 
of Ontario (FSCO) 


DICO recognizes that a close working relationship 
with the system's regulator will enhance the effective- 
ness and efficiency of the depositor protection 
process. FSCO and DICO work together closely to 
co-ordinate activities and minimize the burden and 
cost to the system. Our letter of understanding calls 
for DICO to provide FSCO access to its integrated 
monitoring systems including OSV reports at no cost 
to FSCO. The government has announced that 
FSCO and the Ontario Securities Commission may 
be merging to form a new regulatory agency - the 
Ontario Financial Services Commission (OFSC). We 
look forward to working with OFSC to continue the 
tradition of excellent consumer protection for mem- 
bers of credit unions and caisses populaires in 
Ontario. 


Effective and Efficient Management 


During the past year DICO continued to look at 
ways to enhance its effectiveness and efficiency and to 
provide better value to stakeholders. Gross operating 
expenses were 5% below budget while net expenses 
(net of expense recoveries) were lower than budget 


by 13.5%. 


Emerging Issues and Risks 

Over the next few years a number of emerging risks 
and related issues will require study, discussion and 
decision. Of significance, DICO will need to explore 
the following issues: 


e What will be the impact of changes in the provin- 
cial economic outlook on member institutions? 

e What new and emerging risks will affect the 
Ontario system? 

e How will individual member institutions respond 
to those risks? 

e What size of an insurance reserve fund is adequate 
to protect members’ deposits? 

e How quickly should the insurance reserve fund be 
built? 

e What implications are there for premium levels? 


Many of these issues are not new. However, changing 
circumstances will require constant re-evaluation and 
re-thinking of our approaches to them. As always, we 
intend to involve all stakeholders in our deliberations. 


Deposit Insurance Corporation of Ontario 


Outlook for 2002 


Insurance Reserve Fund 


As a result of its proposed business plan, DICO 
anticipates that the insurance reserve fund will 
amount to $41 million by the end of 2002. This plan 
assumes a provision for new insurance claims of $3 
million and net operating expenses of some $6.1 mil- 
lion. It also anticipates further recoveries on previous 
losses incurred. 


Risk Exposure 


According to the Conference Board of Canada, the 
prospect for the Ontario economy for 2002 is slower 
growth in the range of 1%. This rate of economic 
expansion will likely create some challenges for the 
Ontario Credit Union and Caisse Populaire System 
particularly in light of increased competition. We 
anticipate that further consolidation within the sys- 
tem combined with continued vigilant risk assess- 
ment and management should contain losses to the 
insurance reserve fund within our forecasted maxi- 
mum of $3 million. 


Premium Levels 


Premium levels for 2002 will depend largely on the 
risk profiles of individual institutions based on the 
existing premium rate schedule as well as the rate of 
growth in insured deposits. Member institutions are 
now able to more directly impact their insurance pre- 
miums and we expect that further migration to better 
risk ratings will occur. As a result, we expect that 
aggregate premium expense to the system, and conse- 
quently DICO's revenues, will decline to $13.5 million. 


Our Commitment 


DICO, its Board and staff are committed to provid- 
ing protection, security and stability to the Ontario 
Credit Union and Caisse Populaire System for the 
benefit of all its members. We look forward to 2002 
as another year which will provide an opportunity to 
demonstrate our commitment. 


Andrew Poprawa, CA 
President @ CEO 





Management's 
Responsibility 


The Deposit Insurance Corporation of Ontario's 
management is responsible for the integrity and fair 
presentation of the financial statements included in 
the annual report. The financial statements have been 
prepared in accordance with Canadian generally 
accepted accounting principles. 


The Corporation maintains systems of internal 
accounting controls of high quality consistent with 
reasonable cost. Such systems are designed to provide 
reasonable assurance that the financial information is 
accurate and reliable and that company assets and lia- 
bilities are adequately accounted for and assets safe- 


guarded. 


The financial statements have been reviewed by the 
Corporation's Audit and Finance Committee and have 
been approved by its Board of Directors. In addition, 
the financial statements have been examined by 
KPMG LL», the auditors, whose report follows. 


Andrew Poprawa, CA 
President & CEO 


James Maxwell 
Chief Administrative 
and Financial Officer 


Toronto, Canada 
February 8, 2002 


Auditors’ Report 


ana 


KPMG LLP 


To the Board of Directors of 
Deposit Insurance Corporation of Ontario 


We have audited the Statement of Financial Position 
of Deposit Insurance Corporation of Ontario as at 
December 31, 2001 and the Statement of Operations 
and Changes in the Deposit Insurance Reserve Fund 
and the Statement of Cash Flows for the year then 
ended. These financial statements are the responsibil- 
ity of the Corporation’s management. Our responsi- 
bility is to express an opinion on these financial state- 
ments based on our audit. 


We conducted our audit in accordance with Canadian 
generally accepted auditing standards. Those standards 
require that we plan and perform an audit to obtain 
reasonable assurance whether the financial statements 
are free of material misstatement. An audit includes 
examining, on a test basis, evidence supporting the 
amounts and disclosures in the financial statements. 
An audit also includes assessing the accounting princi- 
ples used and significant estimates made by manage- 
ment, as well as evaluating the overall financial state- 
ment presentation. 


In our opinion, these financial statements present fair- 
ly, in all material respects, the financial position of the 
Corporation as at December 31, 2001 and the results 
of its operations and cash flows for the year then ended 
in accordance with Canadian generally accepted 
accounting principles. 


KPT G fore 


Chartered Accountants 


Toronto, Canada 
February 8, 2002 
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DEPOSIT INSURANCE CORPORATION OF ONTARIO 


Statement of Financial Position 


DECEMBER 31, 2001, WITH COMPARATIVE FIGURES FOR 2000 (IN THOUSANDS OF DOLLARS) 


ASSETS 


Cash 

Investments (note 2) 

Premium receivable 

Accounts and interest receivable 
Deposit insurance advances recoverable 
Capital assets 


(net of accumulated amortization 


of $2,930 (2000 - $2,753)) 


LIABILITIES 


Payables and accruals 

Deferred premium income 

Accrual for deposit insurance losses (note 4) 
Total Liabilities 


Deposit Insurance Reserve Fund 


Contingencies (note 10) 
See accompanying notes to financial statements 


On behalf of the Board: 


Mary MAse— 





Minh 





Deposit Insurance Corporation of Ontario 


Director 


Director 


$ 1,213 
35,457 
1,055 
1,001 
2,757 


320 


$41,803 


1,959 
1,130 
9,749 


12,838 





28,965 
$41,803 


__ 2000 


$ 300 
23,328 


$28,924 


1,638 


el2o7 


13,805 


_b,119 


$28,924 
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DEPOSIT INSURANCE CORPORATION OF ONTARIO 
Statement of Operations and Changes in the 
Deposit Insurance Reserve Fund 


YEAR ENDED DECEMBER 31, 2001, WITH COMPARATIVE FIGURES FOR 2000 (IN THOUSANDS OF DOLLARS) 


2001 2000 
INCOME 
Premium income $13,916 $25,381 
Other income 1,643 1,366 
15,559 26,747 
EXPENSES 
Recovery of losses (note 4) (3,817) (2,224) 
Salaries and benefits 4,120 4,057 
Loan fee / Interest expense 14 21 
Operating expense 2,637 208 
Recovery of operating expense (1,241) (639) 
1,713 3,948 
Excess of income over expenses 13,846 D2 oo) 
Deposit Insurance Reserve Fund (deficit), 
beginning of year 15,119 (7,680) 
Deposit Insurance Reserve Fund, 
end of year $ 28,965 aloe ge) 


See accompanying notes to financial statements. 
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DEPOSIT INSURANCE CORPORATION OF ONTARIO 
Statement of Cash Flows 


YEAR ENDED DECEMBER 31, 2001, WITH COMPARATIVE FIGURES FOR 2000 (IN THOUSANDS OF DOLLARS) 


Cash received from (applied to): 


Operations: 


Excess of income over expenses 


Items charged to operations not affecting cash 


Recovery of losses 
Gain on disposal of capital assets 


Amortization 


Changes in: 
Premium receivable 
Accounts and interest receivable 
Payables and accruals 


Deferred premium income 


Net deposit insurance recoveries (note 4) 


Investing activities: 
Purchase of capital assets 


Proceeds on sale of capital assets 


Increase in cash position 
Cash position, beginning of year 
Cash position, end of year 


Supplementary cash flow information: 
Interest paid during the year 


2001 _ 


$ 13,846 


(3,817) 


180 
10,209 


(1,055) 
(756) 
321 


1,130 
(360) 
3,351 


13,200 


(158) 


(158) 
13,042 


23,628 


$ 36,670 


$ a 


Cash position is defined as cash and short-term investments less any borrowings. 


See accompanying notes to financial statements. 


Deposit Insurance Corporation of Ontario 


__ 2000 


(93) 
(2,170) 


_ (2,263) 
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Notes to Financial 
Statements 


YEAR ENDED DECEMBER 31, 2001 
General 


Deposit Insurance Corporation of Ontario is an 
"Operational Enterprise’ Agency of the Province of 
Ontario without share capital established under the pro- 
visions of the Credit Unions and Caisses Populaires Act. 


The statutory objects of the Corporation under the Act 

aren 

e provide deposit insurance to depositors of member 
institutions; 

e act as stabilization authority for the credit union and 
caisse populaire system; 

e promote standards of sound business practices; 

e collect and publish statistics; 

e provide financial assistance to member institutions; 

e act as administrator of member institutions; 

e minimize deposit insurance risk and size of claims. 


The Act empowers the Corporation to assess its member 
institutions to meet the Corporation's requirements for 
insurance funding and administrative costs. The 
Corporation establishes its premium levy annually. The 
levy is submitted to the 
Government of Ontario for review and incorporation 


established premium 


into the regulations through appropriate amendments as 
necessary. 


In addition the Corporation's borrowings, if any, are 
guaranteed by the Minister's guarantee on behalf of the 
Province of Ontario. The guarantee is for a maximum of 
$75 million and expired December 31, 2001. It has since 
been extended to December 31, 2003. In addition to the 
guarantee fees of one-half of one per cent of the average 
end of day balance outstanding of any debt obligation 
the Province of 
Ontario charges a fee of 5 basis points on the unused 
portion of any credit facility guaranteed for the period 
ending December 31 of each year during which the new 


subject to the Minister's guarantee, 


guarantee is in effect. 


1. Summary of Significant Accounting 
Policies: 


These financial statements have been prepared in accor- 
dance with Canadian generally accepted accounting 
principles. These financial statements do not reflect the 
assets, liabilities or operations of credit unions or caisses 
populaires where the Corporation has been appointed 
liquidator. 
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(a) Premium income: 


Premiums are based on a Differential Premium Risk 
Classification System applied to insured deposits held by 
member institutions. Premium income is recognized 
when earned. 


(b) Provision for losses: 


The provision for losses includes allowances against 
deposit insurance advances and an accrual for losses for 
which advances have not been made at the date of the 
Statement of Financial Position. 


Funds advanced in respect of deposit insurance and loans 
to member institutions are initially recorded at cost. 
Deposit insurance advances recoverable are presented on 
the Statement of Financial Position net of allowances 
thereon. 


The accrual for deposit insurance losses includes both 
provisions for specific losses and a general provision for 
losses. Specific provisions for losses in respect of insured 
deposits are estimated by management and recorded 
when conditions, in the opinion of management, exist 
that will likely result in losses to the Corporation. 


The general provision for losses reflects management's 
best estimate of losses on insured deposits arising from 
the inherent risk in the credit union/caisse populaire sys- 
tem. The provision is established by assessing the aggre- 
gate risk in member institutions based on current market 
and economic conditions, the likelihood of losses and the 
application of historic loss experience. Future economic 
conditions are not predictable with certainty and actual 
losses may vary, perhaps substantially, from manage- 
ment's estimates. 


(c) Pension benefits: 


The Corporation has a defined contribution pension 
plan covering all of its regular, non-contractual employ- 
ees. Earnings are charged with the cost of pension bene- 
fits earned by employees as service is rendered. Pension 
expense is determined by a fixed percentage of the 
employees’ income plus the matching of the employees' 
contribution to a maximum of 4%. The Corporation 
assumes no actuarial or investment risk. 


(d) Future non-pension post-retirement benefits: 


Future non-pension post-retirement benefits relate to the 
Corporation's extended health, dental and life benefits 
for both active employees for whom a full eligibility date 
was determined and existing qualified retirees. The 
Corporation accrues obligations under these plans as the 
employees render the service necessary to earn the future 
benefits. The cost of these future non-pension post- 
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retirement benefits earned by employees is actuarially 
determined. Accruals for these costs represent discount- 
ed future expenditures for existing retirees and dis- 
counted future expenditures during the period of active 
employment for current employees to an expected 
retirement date. 


(e) Investments: 

Investments comprise short-term fixed income instru- 
ments and are recorded at amortized cost. The discounts 
are amortized on a straight line basis over the terms of the 
instruments. 


(f) Capital assets: 

These are recorded at cost. Amortization of furniture and 
equipment is provided by the diminishing-balance 
method at the rate of 20 per cent per annum. Computer 
and related equipment and software are amortized over 
three years on a straight-line basis. Leasehold improve- 
ments are amortized on a straight-line basis over the term 
of the lease. 


2. Investments: 


Investments have terms to maturity less than one year. 
They have a weighted-average yield of 3.58% (2000: 
5.61%). All investments are highly liquid fixed rate con- 
tracts and are R1 MID or better on the DBRS scale. 





2001 2000 
(thousands) 
Treasury Bills-Canada $19,092 $ 5,932 
Treasury Bills-Ontario 7,383 8,385 
Promisory Notes-other provinces 4,989 6,028 
Bankers Acceptance 3,993 2,983 





Total Investments $35,457 $23,328 


3. Borrowings: 


The Corporation has in place revolving credit facilities, 
approved by the Ontario Financing Authority, which 


administers the Minister's guarantee, as follows: 





Max. Credit Outstanding 
Available as at Dec. 31,2001 
(thousands) 
Canadian Chartered Bank $20,000 Nil 
Credit Union Central 
of Ontario $10,000 Nil 


The borrowings are guaranteed by the Minister's guar- 
antee on behalf of the Province of Ontario. The interest 
rate on all lines of credit is Bankers’ Acceptance rates 
plus 14 basis points. These lines of credit expired on 
December 31, 2001. 


Deposit Insurance Corporation of Ontario 


For 2002, the Corporation has renewed only its line of 
credit with the Canadian Chartered Bank which will 
expire on January 9, 2003. The Corporation will pay an 
annual fee of 5 basis points in arrears to the Province of 
Ontario on the unused portion of this credit facility with 
the Chartered Bank. 


4. Accrual for deposit insurance losses: 


The provision for losses includes specific provisions for 
known or likely losses from specific member institutions 
and a general provision for losses not identified with spe- 
cific institutions. That portion of the provision for losses 
recorded in the year and in previous years which has not 
yet required payment by the Corporation is shown in 
liabilities on the Statement of Financial Position as 
“Accrual for deposit insurance losses’. 





2001 2000 | 
(thousands) 

Accrual for deposit insurance 

losses, beginning of year $12,167 $14,541 
Increase in Accrual for current 

year’s deposit insurance losses 3,525 - 
Decrease in Accrual for prior 

year’s deposit insurance losses (7,342) (1,724) 
Change in general provision 

for losses - (500) 
Net recovery of deposit 

insurance losses :: G,817) (2,224) 
Decrease in deposit insurance 

advances recoverable (1,952) (930) 
Accrual for deposit insurance 

losses, at end of year (9,749) (12, 167) 
Net deposit insurance recoveries $ (3,351) $ (780) 


The general provision for losses included in “Accrual for 
deposit insurance losses” amounted to $3,000,000 (2000 
- $3,000,000) and is calculated in accordance with the 
methodology as described in note 1(b). 


At December 31, 2001 all deficiency coverage agree- 
ments, previously provided by the Corporation, have 
expired. The accrual for deposit insurance losses has been 


reduced accordingly. 


5. Lease Commitments: 


The operating lease for the Corporation's premises is for 
the term commencing January 1, 1998 and ending 
August 5, 2007. The future minimum rent is $123,000 
for years one to five and $140,000 for years six to ten. In 


[fA SIESTA SRE I aS 


addition, the Corporation is required to pay property 
taxes and common area maintenance costs. 


6. Income Taxes: 


The Corporation is subject to income taxes under the 
Income Tax Act. It has accumulated losses for income tax 


purposes of $43,857,000. They expire as follows: 





Originating Expiring Amount 
Taxation Year —_ Taxation Year (thousands) 
1995 2002 6,987 
1956 2003 7,566 
1997 2004 7,449 
1998 2005 6,885 
1999 2006 D7) 
2000 2007 4,992 
2001 2008 4,003 
$43,857 


7. Pension Plan: 


The Corporation substantially collapsed its defined ben- 
efit pension plan and, as elected by all its then current 
employees, transferred the applicable past service actuar- 
ial values as at December 31, 1998 to a defined contri- 
bution plan. All past service costs have been accounted 
for on the plan revision. The Corporation's pension 
expense charged to income for 2001 was $310,000 (2000- 
$316,000) 


8. Future non-pension post-retirement 
benefits: 


The Corporation accounts for the current value of 
future non-pension post-retirement benefits. The 
accrued obligation as at December 31, 2001, as actuari- 
ally determined, is $649,000 (2000 - $590,000). Current 
service costs, including interest, were $75,000 (2000 - 
$69,000). These costs are subject to actuarial re-evalua- 
tion resulting from emerging experience gains and losses. 


The assumptions used in the actuarial valuation of the 
future benefits obligations consisted of: interest rate of 
6.75%, rate of compensation increase of 4.5%, annual 
rate of increase in dental costs of 4.5% and annual rate of 
increase in medical cost of 6.7%, grading down to 4.5% 
per annum over 5 years. 


9. Directors' Expense: 


During the year the directors received an aggregate remu- 
neration of $75,000 (2000 - $81,000). Directors’ 
expenses were $47,000 (2000 - $52,000). The fixed per 
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diem rate for the Chair is $500 and for all other Board 
members it is $300. 


10. Contingencies: 


The Corporation is subject to various legal actions 
brought against it in the normal course of business, when 
acting in the capacity of administrator or liquidator. It is 
the view of the Corporation's management that these 
actions will be successfully defended. Accordingly, no 
provisions have been made in these financial statements. 


11. Fair Value Disclosure: 


The fair value of financial assets and liabilities which 
include cash, investments, premium receivable, accounts 
and interest receivable, payables and accruals, approxi- 
mate their carrying amounts. 


The fair value of deposit insurance advances recoverable 
and the accrual for deposit insurance losses have not been 
determined because it is not practicable to determine fair 
value with sufficient reliability. 


12. Compensation: 


The following information is furnished in compliance 


with the Public Sector Salary Disclosure Act, 1996. 








Employee Position held Compensation Taxable 
Benefits 

Brydges, Barry Vice President 

Stabilization Services $127,723 $10,269 
Burgman, John Chief Information 

Officer $107,019 $ 9,973 
Charbonneau, Robert Vice President 

Insurance $129\523 $29,561 
Foster, C.William D. Vice President 

Asset Management 

& Recoveries $137,504 $10,801 
Kingston, Tom Director 

Administration $121,542 $ 8,183 
Maxwell, James Chief Administrative 

& Financial Officer $122,462 $11,452 
Poprawa, Andrew President and CEO $195,054 $10,388 
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Corporation’s Report on 
Liquidations 


It is the responsibility of the liquidator to maximize 
the recovery of the assets of the member institution in 
dissolution for the benefit of all creditors. As the 
deposit insurer, the Deposit Insurance Corporation of 
Ontario, (DICO), is usually the largest unsecured 
creditor of a dissolved member institution. As a result, 
DICO has a direct interest in ensuring that the liq- 
uidator's duties and responsibilities are managed in an 
efficient, cost effective manner. 


In situations where it is expected that a call will be 
made on DICO's deposit insurance coverage, DICO 
seeks the appointment as liquidator. DICO believes it 
can best manage its losses by directly controlling the 
liquidation process. Through direct control and man- 
agement of the liquidation, DICO can also protect 
neighbouring member institutions from any potential 
loss of confidence. To date, in most liquidations man- 
aged by DICO, the member institution reported a 
deficit at the time of liquidation. A deficit occurs when 
reported assets are insufficient to satisfy all deposits 
and other liabilities and member shares. DICO pays 
insured depositors on behalf of the liquidating mem- 
ber institution and establishes a provision for deposit 
insurance losses on its accounts to reflect any antici- 
pated loss. 


Under the Credit Unions and Caisses Populaires Act, the 
liquidator is required to prepare a statement of affairs 
at the date of liquidation. It is DICO's practice as liq- 
uidator to commission independent accountants to 
prepare such statements of affairs. To minimize liqui- 
dation costs and avoid any potential delay in conduct- 
ing the liquidation, DICO does not require that these 
statements of affairs be audited. Consequently, in the 
absence of opening audited financial information, the 
liquidator's auditors, KPMG LLP, qualify their report 
on the results of DICO's activities as liquidator. 


DICO accepted two new liquidator appointments in 
fiscal 2001. In January DICO was appointed liquidator 
of Victory (London) Credit Union Limited, and in 
March DICO was appointed liquidator of Weatherhead 
Employees (St. Thomas) Credit Union Limited. It is 
anticipated that the loss exposure to DICO for these 
two appointments will be less than $25 thousand. 


Deposit Insurance Corporation of Ontario 


We are pleased to advise that, in a number of instances, 
DICO's asset realizations have exceeded expectations. 
During 2001, DICO recovered $2.2 million from the 
liquidation of assets and paid creditors’ claims totalling 
$1.5 million. This has permitted DICO to reduce its 
loss provision for the associated member institutions 
by approximately $250 thousand in fiscal 2001. In 
2001, DICO completed 7 liquidations of credit 
unions. Additionally, since 1997, DICO has paid div- 
idends to members of liquidated member institutions 
for an aggregate of $468.7 thousand. These dividends 
represent surplus funds from recoveries after the pay- 
ment of all deposits, other liabilities, liquidator fees 
and costs. 


As at December 31, 2001, the book value of the com- 
bined assets remaining to be liquidated totalled $12.5 
million. The vast majority of these assets represent 
impaired loans. Accordingly, the estimated recoveries 
on these assets will be significantly below the amounts 
recorded. Management's best estimate of these future 
recoveries is $3.9 million. 


froah i, 


C.W.D. Foster 
Vice President, 
Asset Management 


Andrew Poprawa, CA 
President & 
Chief Executive Officer 


and Recoveries 


Toronto, Canada 
February 8, 2002 
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KPMG LLP 


To the Board of Directors of Deposit Insurance 
Corporation of Ontario 


We have audited the statement of combined assets and 
creditors’ claims as at December 31, 2001 under the 
control of Deposit Insurance Corporation of Ontario 
as liquidator and the statement of changes 1n com- 
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bined assets and creditors’ claims for the year 
then ended. These financial statements are the 
responsibility of the Corporation's management. 
Our responsibility is to express an opinion on 
these financial statements based on our audit. 


Except as explained in the following paragraph, 
we conducted our audit in accordance with 
Canadian generally accepted auditing standards. 
Those standards require that we plan and per- 
form an audit to obtain reasonable assurance 
whether the financial statements are free of 
material misstatement. An audit includes exam- 
ining, on a test basis, evidence supporting the 
amounts and disclosures in the financial state- 
ments. An audit also includes assessing the 
accounting principles used and significant esti- 
mates made by management, as well as evaluat- 
ing the overall financial statement presentation. 


Upon appointment as liquidator of a credit 
union or caisse populaire, the Corporation 
engages independent accountants to prepare an 
unaudited statement of affairs which sets out the 
assets and creditors’ claims as at the date of com- 
mencement of the liquidation. As the statements 
of affairs are unaudited, we are unable to verify 
whether the books and records of the credit 
unions/caisses populaires are complete and accurate 
at the commencement of liquidation. 


In our opinion, except for the effect of adjust- 
ments, if any, which we might have determined 
to be necessary had we been able to verify the 
assets and creditors’ claims taken under the con- 
trol of the Corporation at the commencement of 
liquidation, these financial statements present 
fairly, in all material respects, the combined assets 
and creditors’ claims under the control of the 
Corporation as liquidator as at December 31, 
2001 and the changes in the combined assets and 
creditors’ claims for the year then ended in accor- 
dance with the basis of accounting disclosed in 
note 1. 


CALL 


Chartered Accountants 
Toronto, Canada 


February 8, 2002 
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DEPOSIT INSURANCE CORPORATION OF ONTARIO AS LIQUIDATOR 
Statement of Combined 


Assets and Creditors' Claims 
under the Control of the 
Corporation as Liquidator 


DECEMBER 31, 2001, WITH COMPARATIVE FIGURES FOR 2000 (IN THOUSANDS OF DOLLARS) 


2001 2000 

ASSETS 
Cash (note 2) $ 824 $°1:376 
Loans, at gross book value 10,718 13,229 
Investments and other assets 344 450 
Real estate held for sale 600 640 

$12,486 $15,695 
CREDITORS' CLAIMS 
Deposit Insurance 
Corporation of Ontario $29,468 $32,297 
Deposits 1,950 3,001 
Other claims 3,478 3,586 
Total creditors’ claims $34,896 $38,884 


See accompanying notes to the statement of combined 
assets and creditors’ claims under the control of the 
Corporation as liquidator. 


On behalf of the Board: 


Maryuor Chuhee— 


Director 





Which 
. Director 
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DEPOSIT INSURANCE CORPORATION OF ONTARIO AS LIQUIDATOR 


Statement of Changes in Combined Assets and 
Creditors' Claims 


YEAR ENDED DECEMBER 31, 2001 (IN THOUSANDS OF DOLLARS) 


ASSETS: 
Opening assets 
Add: Assets assumed as a result of new liquidations 


Less: Uncollectable loans sold to DICO 
Less: Assets realized during the year (includes opening cash) 


Add: Cash from realizations retained by Liquidator 

Total Assets 

CREDITORS' CLAIMS: 

DICO's Claim 

Opening claim 

Less: Payments to DICO 

Less: Claims abandoned by DICO as uncollectable 
(Note 3) 

Closing claim of DICO 

Other Creditors' and Depositors' Claims 

Opening claims 

Add: Claims as a result of new liquidations assumed 

Less: Claims paid during the year 

Less: Unclaimed deposits assumed by DICO (note 3) 


Closing Creditors' and Depositors' Claims 


Total Creditors' Claims 


. e ! 
See accompanying notes to the statement of combined assets and creditors’ cl 


Corporation as liquidator. 


Deposit Insurance Corporation of Ontario 


__ 2001 


$15,695 
322 
(758) 


(3,597) 


11,662 
824 


$ 12,486 


$ 32,297 
(1,382) 


(1,447) 
$ 29,468 
$ 6,587 
331 


(1,490) 


$34,896 


2000 


$ 17,894 


(474) 

_ G,101) 
14,319 
Dee eae 


$ 15,695 


$ 33,224 
(137) 


(790) 


bp2297 


$ 8,100 


(1,477) 
(36) 


$ 6,587 


$ 38,884 


aims under the control of the 
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Notes to Statement of Combined Assets and Creditors’ 
Claims under the Control of the Corporation as Liquidator 


YEAR ENDED DECEMBER 31, 2001 


Deposit Insurance Corporation of Ontario (the 
"Corporation") is, from time to time, appointed liquida- 
tor of credit unions and caisses populaires. In this capac- 
ity, the Corporation is responsible for the individual liq- 
uidation of a member institution's assets in an orderly 
manner and applying the proceeds towards the claims of 
its creditors. These financial statements are a combination 
of the financial statements of 18 (2000 - 23) credit unions 
and caisses populaires currently in liquidation, each liqui- 
dation being carried out as a separate legal proceeding. 


1. Significant accounting policies: 


(a) Basis of presentation: 


These statements of combined assets and creditors’ 
claims and changes in combined assets and creditors’ 
claims under the control of the Corporation are prepared 
on the basis of accounting disclosed in these notes. Upon 
commencement of liquidation of a credit union/caisse 
populaire, its financial statements cease to be prepared on 
a going concern basis and all transactions are recorded on 
a cash basis. 


These financial statements present the combined assets 
and creditors’ claims of all the credit unions and caisses 
populaires currently being liquidated by the Corporation. 
The reader of this statement is cautioned that this statement is not 
prepared in accordance with generally accepted accounting principles 
and the amount of assets under the control of the Corporation does 
not purport to be the expected recoverable amount or their fair value. 


(b) Loans: 


Loans are recorded at the book value of the outstanding 
amount at the date of liquidation less cash received for 
the principal payments in the liquidation period. No 
allowance for loan losses has been recorded and no 
attempt has been made to estimate the net recoverable 
amount from loans. 


Due to their nature, a substantial portion of the loans are 
considered impaired, as there is doubt about the timely 
collection of principal and interest in full. 


(c) Investments and other assets: 


Investments and other assets are stated at their book val- 
ues as at the date of liquidation. 


(d) Real estate held for sale: 


Real estate is stated at the net book value as recorded at 
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the date of liquidation. Depreciation is not recorded. 


(e) Creditors' Claims: 

The Deposit Insurance Corporation of Ontario (DICO) 
insures deposits of members of credit unions and caiss- 
es populaires to the statutory limit. In the event of the 
liquidation of a member institution, the Corporation 
pays insured depositors and thus assumes the depositors’ 
claims against the assets of the credit unions and caisses 
populaires in liquidation. The amounts owing to DICO 
represent the Corporation's claims against the assets of 
18 (2000 - 23) credit unions and caisses populaires cur- 
rently in liquidation. 


(f) Contingencies: 

Certain credit unions/caisses populaires in liquidation 
are plaintiffs or defendants in lawsuits. However, no 
potential gains or losses from the legal actions have been 
recorded. 











2. Cash flows: 2001 2000 
(in thousands) 
Cash, beginning of year $1,376 $1,326 
Assets realized during the year 2220 
Net liquidation income (expense) 99 CEI) 
Payments to DICO (1,382) (137) 
Total cash available $2,314 $2,853 
Less: Payment of creditors’ claims (1,490) (1,477) 
Cash, end of year $ 824 $1,376 


3. Creditors' claims: 


During the year 2001, DICO's unsatisfied claims against 
7 credit unions were abandoned by DICO and removed 
from the financial statements upon the completion of the 
liquidation as it was determined that there would be no 
further realization on these credit unions’ assets. 


4. Comparative figures: 


Certain comparative figures for 2000 have been restated 
to conform with the financial statement presentation 


adopted for 2001. 
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Deposit Insurance Corporation of Ontario’s Member Institutions 


Credit Unions 

3M Employees' (London) Credit Union Limited 
Adjala Credit Union Limited 

Air - Toronto Credit Union Ltd. 

Airline (Malton) Credit Union Ltd. 

All Trans Credit Union Ltd. 

Anishinabek Nation Credit Union Inc. 

APPLE Community Credit Union Ltd. 

Arnstein Community Credit Union Ltd. 

ASCU Community Credit Union Ltd. 

Atlas and Civic Employees’ (Niagara Region) 
Credit Union Ltd. 

Auto Workers Community Credit Union Ltd. 
Auto Workers (Ajax) Credit Union Ltd. 

Badge Credit Union Ltd. 

Bay Credit Union Ltd. 

Bayshore Credit Union Ltd. 

Black & McDonald Employees’ (Toronto) Credit 
Union Ltd. 

Brant Community Credit Union Ltd. 

Brewers Warehousing Employees (Hamilton) 
Credit Union Ltd. 

Brewers Warehousing Employees (Kitchener) 
Credit Union Ltd. 

Budd Automotive Employees (Kitchener) Credit 
Union Ltd. 

Buduchnist Credit Union Ltd. 

Burlington Municipal Employees Credit Union Ltd. 
Caldist Employees’ (Amherstburg) Credit Union Ltd. 
Camera Heights (Mt. Dennis) Credit Union Ltd. 


Campbell's Employees’ (Toronto) Credit Union Ltd. 


Canada Sand Papers Employees’ (Plattsville) 
Credit Union Ltd. 

Canadian General Tower Employees (Galt) Credit 
Union Ltd. 

Canadian Standards Employees (Rexdale) Credit 
Union Ltd. 


Canadian Transportation Employees’ Credit Union Ltd. 


Canal City Savings and Credit Union Ltd. 
Cangeco (Guelph) Credit Union Ltd. 

Cataract Savings & Credit Union Ltd. 

CCB Employees’ Credit Union Ltd. 

CIMCO Employees' (Toronto) Credit Union Ltd. 
City Savings & Credit Union Ltd. 

Civil Service Co-operative Credit Society Ltd. (The) 
Clarkson Oilworkers Credit Union Ltd. 

Clinton Community Credit Union Ltd. 
Communication Technologies Credit Union Ltd. 
Community Saving & Credit Union Ltd. 
Cornwall General Hospital Employees’ Credit 
Union Ltd. 

Croatian (Toronto) Credit Union Ltd. 

Crown Cork & Seal Employees Credit Union 
Limited 

Czechoslovak (Toronto) Credit Union Ltd. 


Deposit Insurance Corporation of Ona. = 


December 31, 2001 


C.B.C. (Toronto) Credit Union Ltd. 

C.C.G.I. Retail Store Employees (Ontario) Credit 
Union Ltd. 

C.N. (London) Credit Union Ltd. 

C.N.R. Employees (Lakehead Terminal) Credit 
Union Ltd. 

Dana Canada Employees’ (Ontario) Credit Union Ltd. 
Domtar Newsprint Employees (Trenton) Credit 
Union Ltd. 

DUCA Financial Services Credit Union Ltd. 
Dundalk District Credit Union Ltd. 

Dunnville and District Credit Union Ltd. 

Durham Educational Employees’ Credit Union Ltd. 
Eaton Springs Canada Employees (Chatham) 
Credit Union Ltd. 

Employees of Dofasco (Hamilton) Credit Union Ltd. 
Espanola & District Credit Union Ltd. 

Estonian (Toronto) Credit Union Ltd. 

Etobicoke Aluminum Employees’ Credit Union Ltd. 
Etobicoke Teachers’ Credit Union Ltd. 

Eureka Employees’ (Woodstock) Credit Union Ltd. 
Federal Employees (Hamilton) Credit Union Ltd. 
Federal Employees (Kingston) Credit Union Ltd. 
Fiberglas Employees (Guelph) Credit Union Ltd. 
Finnish (Toronto) Credit Union Ltd. 

Fire Department Employees Credit Union Ltd. (The) 
FirstOntario Credit Union Ltd. 

Food Family Credit Union Ltd. 

Fort Erie Community Credit Union Ltd. 

Fort York Community Credit Union Ltd. 
Ganaraska Credit Union Ltd. 

Garden City Credit Union Ltd. 

Genfast Employees Credit Union Ltd. 

Goderich Community Credit Union Ltd. 

Goodyear Employees (Bowmanville) Credit Union Ltd. 
Great Lakes Community Credit Union Ltd. 
Greater Toronto Area (GTA) Savings & Credit 
Union Ltd. 

Guelph & Wellington Credit Union Ltd. 

G.S.W. (Fergus) Credit Union Ltd. 

Hald - Nor Community Credit Union Ltd. 
Hamilton Community Credit Union Ltd. 

Hamilton Hydro-Electric Employees’ Credit Union Ltd. 
Hamilton Municipal Employees’ Credit Union Ltd. 
Hamilton Teachers’ Credit Union Ltd. 

Health Care Credit Union Limited 

Health Centre (Owen Sound) Employees Credit 
Union Ltd. 

HECO Employees’ (Ottawa) Credit Union Ltd. 
Hepcoe Credit Union Ltd. 

Heritage Savings & Credit Union Inc. 

Hir-Walk Employees’ (Windsor) Credit Union Ltd. 
Hobart Employees’ (Owen Sound) Credit Union Ltd. 
Holy Angel's & St. Anne's Parish (St. Thomas) 
Credit Union Ltd. 


Holy Family Catholic Parishes Credit Union Ltd. 
Holy Family Parish (Toronto) Credit Union Ltd. 
Holy Name Parish (Pembroke) Credit Union Ltd. 
Howard Smith (Cornwall) Credit Union Ltd. 
Howell Lithographic Employees (Hamilton) Credit 
Union Ltd. 

Hussmann Employees’ (Brantford) Credit Union Ltd. 
Innisfil Credit Union Ltd. 

lroquois Falls Community Credit Union Ltd. 
Italian Canadian Savings & Credit Union Ltd. 
Japanese Canadian (Toronto) Credit Union Ltd. (The) 
Kakabeka Falls Community Credit Union Ltd. 
Kawartha Credit Union Ltd. 

Kellogg Employees Credit Union Ltd. 

Kenora District Credit Union Ltd. 

King-York Newsmen Toronto Credit Union Ltd. 
Kingston Community Credit Union Ltd. 

Korean Catholic Church Credit Union Ltd. 

Korean (Toronto) Credit Union Ltd. 

Kraft Canada Employees' (Cobourg) Credit Union Ltd. 
Krek Slovenian Credit union Ltd. 

Labatt's Employees’ (Toronto) Credit Union Ltd. 
Labatt Employees’ (London) Credit Union Ltd. 
Lafontaine Credit Union Ltd. 

Lakewood Credit Union Ltd. 

Lasco Employees’ (Whitby) Credit Union Ltd. 
Latvian Credit Union Ltd. 

Lear Seating Canada Employees’ (Kitchener) 
Credit Union Ltd. 

London and District School Staffs’ Credit Union Ltd. 
London Civic Employees’ Credit Union Ltd. 
London Diesel Employees’ Credit Union Ltd. 
London Fire Fighters’ Credit Union Ltd. 

London Free Press Employees’ Credit Union Ltd. 
L.I.U.N.A. Local 183 Credit Union Ltd. 

Maitland Credit Union Ltd. 

Maple Leaf Savings and Credit Union Ltd. 
Mariposa Community Credit Union Lid. 
McMaster Savings and Credit Union Ltd. 
Medical-Dental Financial, Savings & Credit Union 
Ltd. (The) 

Member Savings Credit Union Ltd. 

MemberOne Credit Union Ltd. 

Mennonite Savings and Credit Union (Ontario) Ltd. 
Metro Credit Union Ltd. 

Metropolitan Separate School Board Employees 
Credit Union Ltd. 

Miracle Credit Union Ltd. 

Mitchell & District Credit Union Ltd. 

Molson Brewery Employees Credit Union Ltd. 
Moore Employees’ Credit Union Ltd. 

Motor City Community Credit Union Ltd. 
Municipal Employees (Chatham) Credit Union Ltd. 
Nasco Employees’ Credit Union Ltd. 

NCR Employees’ Credit Union Ltd. 
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Niagara Credit Union Ltd. 

Nickel Centre Credit Union Ltd. 

North Huron Credit Union Ltd. 

North York Community Credit Union Ltd. 
Northern Credit Union Ltd. 

Northern Lights Credit Union Ltd. 

Northland Savings and Credit Union Ltd. 
Northridge Savings & Credit Union Ltd. 

ONR Employees’ (North Bay) Credit Union Ltd. 
Ontario Civil Service Credit Union Ltd. 

Ontario Educational Credit Union Ltd. 

Ontario Provincial Police Association Credit Union Ltd. 
Oregon Employees Credit Union Ltd. 

Oshawa Community Credit Union Ltd. 
Ottawa-Carleton Police Credit Union Ltd. 
Ottawa Carleton Credit Union Ltd. 


Ottawa District C.P.R. Employees’ Credit Union Ltd. 


Ottawa Fire Fighters’ Credit Union Ltd. 
Ottawa Women's Credit Union Ltd. 
O.W.L. (Orillia) Credit Union Ltd. 

Pace Savings & Credit Union Ltd. 
Parama Lithuanian Credit Union Ltd. 
Pedeco (Brockville) Credit Union Ltd. 


Peek Frean Employees’ (Toronto) Credit Union Ltd. 


Peterborough Community Credit Union Ltd. 


Peterborough Municipal Employees Credit Union Ltd. 


Photel (Toronto) Credit Union Ltd. 


Pitney-Bowes Employees’ (Toronto) Credit Union Ltd. 


Police Credit Union Ltd. (The) 

Polish Alliance (Brant) Credit Union Ltd. 

Polish (London) Credit Union Ltd. 

Polish (Ottawa) Credit Union Ltd. 

Polish (St. Catharines) Credit Union Ltd. 
Polysar Lambton Credit Union Ltd. 

Portuguese Canadian (Toronto) Credit Union Ltd. 
Prime Savings Credit Union Ltd. 

Prosperity One Credit Union Ltd. 

Provincial Alliance Credit Union Ltd. 

Provincial Public Service Employees (Algoma) 
Credit Union Ltd. 

Psychiatric Research Institute Employees’ 
(London) Credit Union Ltd. 

Quaker & OMC Industrial Credit Union Ltd. 
Quinte Community Savings & Credit Union Ltd. 
Railway Employees’ (Sarnia) Credit Union Ltd. 
Regional Health Services Credit Union Ltd. 
Resurrection Parish (Toronto) Credit Union Ltd. 
Richards - Wilcox Employees' (London) Credit 
Union Ltd. 

Rideau/St. Lawrence Community Credit Union 
Rochdale Credit Union Ltd. 

R.B.W. Employees’ (Owen Sound) Credit Union Ltd. 
Saskatchewan Pool Employees’ (Port Arthur) 
Credit Union Ltd. 

Saugeen Community Credit Union Ltd. 


Scarborough Hospitals Employees’ Credit Union Ltd. 


Shelburne Credit Union Ltd. 
Sheridan Park Credit Union Ltd. 
Slater Steels (Special Bar Division) Credit Union Ltd. 
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Slovenia Parishes (Toronto) Credit Union Ltd. 
Smiths Falls Community Credit Union Ltd. 
So-Use Credit Union Ltd. 

Sonoco Employees (Brantford) Credit Union Ltd. 
Southwest Regional Credit Union Ltd. 

Standard Tube Employees’ (Woodstock) Credit 
Union Ltd. 

Starnews Credit Union Ltd. 

State Farm (Toronto) Credit Union Ltd. 

Stelco Finishing Works Credit Union Ltd. 

St. Catharines Civic Employees’ Credit Union Ltd. 
St. Elizabeth of Hungary Parish (Toronto) Credit 
Union Ltd. 

St. Josaphat's Parish (Toronto) Credit Union Ltd. 
St. Mary's (Toronto) Credit Union Ltd. 

St. Marys Paperworkers Credit Union Ltd. 

St. Stanislaus-St. Casimir's Polish Parishes Credit 
Union Ltd. 

St. Thomas District Teachers’ Credit Union Ltd. 
St. Thomas Provincial Civil Servants Credit Union Ltd. 
St. Willibrord Community Credit Union Ltd. 
Sudbury Regional Credit Union Ltd. 

Sun Parlor Community Credit Union Ltd. 
Sunnybrook Credit Union Ltd. 

Superior Credit Union Ltd. 

Sydenham Community Credit Union Ltd. 
Taiwanese - Canadian Toronto Credit Union Ltd. 
Talka Lithuanian Credit Union Ltd. 

TEAME Credit Union Ltd. 

Thamesville Community Credit Union Ltd. 
Thorold Community Credit Union Ltd. 

Thunder Bay Elevators Employees’ Credit Union Ltd. 
Timmins Regional Credit Union Ltd. 

Tobacco Workers’ (Guelph) Credit Union Ltd. 
Toronto Electrical Utilities Credit Union Ltd. (The) 
Toronto Municipal Employee's Credit Union Ltd. (The) 
Twin Oak Credit Union Ltd. 

T.H. & B. Employees’ Credit Union Ltd. 

Ukrainian Credit Union Ltd. 

Ukrainian (St. Catharines) Credit Union Ltd. 
Unigasco Community Credit Union Ltd. 

Unilever Employees Credit Union Ltd. 

United Counties Educational (Cornwall) Credit 
Union Ltd. 

United Employees Credit Union Ltd. 

United Ukrainian (Hamilton-Wentworth-Halton) 
Credit Union Ltd. 

Unity Savings and Credit Union Ltd. 

Utilities Employees’ (Windsor) Credit Union Ltd. 
Victory Community Credit Union Ltd. 

Walker Exhausts Employees’ Credit Union Ltd. 
Wallace Barnes Employees’ Credit Union Ltd. 
Waterloo County Education Credit Union Ltd. 
Waterloo Regional Credit Union Ltd. 

West Fort William Credit Union Ltd. 

William S. Gibson Employees’ Credit Union (Mt. 
Dennis) Ltd. 

Windsor-Essex County Catholic Parishes Credit 
Union Ltd. 


Windsor City Centre Credit Union Ltd. 

Windsor Family Credit Union Ltd. 

Winona Provincial Civil Servants Credit Union Ltd. 
Woodslee Credit Union Ltd. 

Worthington Employees (Brantford) Credit Union Ltd. 
York County Hospital Employees’ (Newmarket) 
Credit Union Ltd. 

Your Neighbourhood Credit Union Ltd. 


Caisses populaires 

Caisse populaire Alexandria Limitée 

Caisse populaire Azilda Inc. 

Caisse populaire d'Alban Limitée 

Caisse populaire d'Alfred Limitée 

Caisse populaire d'Earlton Limitée (La) 

Caisse populaire d'Orléans Inc. 

Caisse populaire de Bonfield Limitée 

Caisse populaire de Casselman Limitée (La) 
Caisse populaire de Cochrane Limitée 

Caisse populaire de Cornwall Inc. 

Caisse populaire de Field Limitée (La) 

Caisse populaire de Hawkesbury Limitée 
Caisse populaire de Hearst Limitée 

Caisse populaire de Kapuskasing Limitée 
Caisse populaire de Limoges Limitée 

Caisse populaire de Mattawa Limitée 

Caisse populaire de Mattice Limitée 

Caisse populaire de New Liskeard Limitée (La) 
Caisse populaire de Noélville Limitée 

Caisse populaire de North Bay Limitée 

Caisse populaire de Pointe-aux-Roches Limitée 
Caisse populaire de St-Albert Inc. 

Caisse populaire de Técumseh Inc. 

Caisse populaire de Timmins Limitée (La) 
Caisse populaire de Verner Limitée 

Caisse populaire Embrun Inc. 

Caisse populaire Hammond Limitée 

Caisse Populaire Héritage D'Ottawa-Ouest Inc. 
Caisse populaire Lasalle Sudbury Limitée (La) 
Caisse populaire Nolin de Sudbury Incorporée 
Caisse populaire Notre-Dame d'Ottawa Inc. 
Caisse populaire Roussel de Coniston Limitée 
Caisse populaire St-Charles Boromée Limitée 
Caisse populaire St-Charles d'Ottawa Ltée (La) 
Caisse populaire St-Isidore Limitée (La) 
Caisse populaire St-Jacques de Hanmer Inc. 
Caisse populaire Ste-Anne-Laurier d' Ottawa Inc. 
Caisse populaire Ste-Anne de Prescott Limitée (La) 
Caisse populaire Ste-Geneviéve Limitée (La) 
Caisse populaire Sturgeon Falls Limitée 
Caisse populaire St. Bernardin Limitée (La) 
Caisse populaire Trillium Inc. 

Caisse populaire Val Caron Limitée 

Caisse populaire Vermillion 

Caisse populaire Welland Limitée 
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